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N O V  5 1991 

CERTIFIED 1,fAIl 

Doar Applicant: 

from fedoral  income t a x  under s : , ? c t i o n  5DltcI ('l! of tho Intornal Revenue Coda. 

l'hc information :~,!\bmFct.ed indicates t h a t  you a r ~ .  incorpc.rated ******* ******** 
undur the  laws of *** ************  * * ** * * * * * *   s?,:clusiveI y tor ploasurs , 
rscroat ion and other s i i ~ i l a r  nonprofitable pur:,cses, a s  conte~nplatod by 
section 501(c1 17) of the I n t e r n a l  Revenue Code. 

Your Articlas of Incorporation tlso indicate your purposes will. bc t o  providc 
for tho managemant, tnaintonancc, care and architectural control o f  the lots 
and common area o f  hha real  e s t a t o  known as ************ * * * * * * * *  n  as 
described i n  the Declaration and t o  prornotr: the h e a l t h ,  sa fe ty  and ; :??fare of 
t h e  r c s i d o n t o  w i t h i n  the  above-deacribod property and any additional t h e ; ~ t o  
as may hereafter be brought w i t h i n  t h e  jurisdiction of this Associaticn. 

Ysu have indicated that your support ~ i 2 1  come from d u c a ' p a i d  by tho 
li,~weouners of the association. 

Wasard insurnnce for the common grounds o f  the  subdivision, t c  v~ork to comply 
v i r h  * * * * * * * * * *  ******************************** * * * * * ******* **** * * * * ******   
**** which requires subdivisians to disclose all pert inent  financial data to 
pronpocti~o buyers of homes i n  tha subdivision and shall hold srchitscturai 
control of l o t s  and coinmon areas. 

Section 5 0 1 i c ) ( 7 )  of t h e  Internal  Revenue Code provides for the exemption from 
federal ~ncorne t a x  of Clubs s rgan izsd  for pleasura, recreation and other 
nonptofitsble purposo, substzntially all of t h z  a c t i v i t i s s  of ahich are for 
such purposes and no part of the net earnings of which inures t o  the benefit 
of any privata  shareholders. 
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Regulations ~ection 1.501 Ic) ( 7 )  -1 { a )  stipulates that an orgatlization r.rill be 
recognized as having exemption under s a c t i o n  501(al, and baing dascribed under 
aection 501(cj(7) as a club, vhen organized and operated exclusively for 
pleasure, recreation and o t h c r  nonprofitable purposes, but does not apply to 
any club if any part of its net oa rn inqs  inures to the benefit of Pny private 
shareholder. In general, this exemption extcnbs to social and recreation 
clubs trhich are supported solely by membership dues, fdes and assessments. 
Hor?eiJec, a club otherwise entitled to exemption will nat be disqualified 
because it raised revenue from members through the use of club facilities or 
in conacction with club activities. 

such as making its social and recreational faciliti~s available to the general 
public or by selling real estate, timber or other products, is not organizud 
and operated exclusively for pleasure, recre3tion, and other nonprof itable 
purposes, and is not exempt under section 501 ta ) .  Solicitation by 
ad?rertisemost or othervise for public patronage of its facilities is prima 
facie  evidence that  the club is enqsging in business and is not being operated 
oxclusively Lor pleasure, recreation, or social purposes. Hotrever, an 
incidental sale of property trill not depricc a club of its exemption. 

Revenue Ruling 70-32 1970-1, C.E. 132, considered tho application of a 
nonprofit flying club which %as sscking tax-oxsmpt statas under section 
501 (c) ( 7 )  of the Cods; The service hold that due to the fact that tho 
organization did not provide evidence of a regular social or recreational 
Drogram at which !.t could be determined that significarlt commingling of its 
membership takos place, the organization di.d not qualify for exemption from 
federal income tax under section 501(c) (71  of ths Coda. 

Our re via^ of the activities of yocr organization and other information 
subrnittcd indicates t h a t  your purposes and activities are similar to those of 
a homeo'lner ~ssociation. Section 528 of the Internal Revenue Cods provides 
gafdalines for organizations under this section. 

Baaed on tho information submitted, ve have detorminod that you do not moct 
the operational requirement tor an organization described under section 
SOl(c1  (71 of the Internal Revenue Code. 

You are required t o  file federal incorns tax returns on form 1120 for each year 
that you have beon in existence. 
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If you do not accept aur f ind ings ,  az reccrnmznd that  you request a conforonce 
with a raemter of our Rogional C~ff i ce  O F  App?,als. Your request for a 
conference aho\~ ' ld include a writteri appeal giving t h e  f ac t s ,  law, and any 
other inforrnaticn to support your posl t ion as explainsd in t h e  enclosad 
Publication 892. You  ill bo contacted to arrange a date  for a confarence, 
Thc conference ma be he ld  a t  the Regional Officc, or i f  you request, s: any 
mutually convenient District o f f i c e .  If  we do not hear lrom you v i t h i n  30 
days of the da te  of t h i s  letter, t h i s  determination trill become final. 

Sincoroly yours, 

j Enclosures: Form 1220-N 
Publication 589 
Publication 892 


